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SUMMARY REPORT OF THE HOUSE SELECT COMMITTEE 
TO INVESTIGATE THE EDUCATIONAL, TRAINING, AND 
LOAN GUARANTY PROGRAMS UNDER THE GI BILL ON 
HEARINGS HELD IN HARRISBURG, PA., JUNE 4, 5, AND 6, 
1951 


The House Select Committee To Investigate the Educational, 
Training, and Loan Guaranty Programs Under the GI Bill held public 
hearings June 4, 5, and 6, 1951, in Harrisburg, Pa. The hearings 
developed the activities of the department of public instruction in 
approving schools for the training of veterans in the State of Penn- 
sylvania. 

LEGISLATIVE BACKGROUND 


The Servicemen’s Readjustment Act of 1944 and its subsequent 
amendments provide in part as follows: 

4. From time to time the Administrator shall secure from the appropriate 
agency of each State a list of the educational and training institutions (including 
industrial establishments), within such jurisdiction, which are qualified and 
equipped to furnish education or training (including apprenticeship, refresher or 
retraining and institutional on-farm training), which institutions, together with 
such additional ones as may be recognized and approved by the Administrator, 
shall be deemed qualified and approved to furnish education or training to such 
persons as shall enroll under this part: Provided, That wherever there are estab- 
lished State apprenticeship agencies expressly charged by State laws to administer 
apprentice training, whenever possible, the Administrator shall utilize such 
existing facilities and services in training on the job when such training is of one 
year’s duration or more. 

The authority to approve and supervise educational institutions 
training veteran students under the Servicemen’s Readjustment Act 
of 1944 was therefore vested in the States and the State designated 
the State department which was to carry out the approval task. In 
the State of Pennsylvania the authority to approve schools for vet- 
erans’ training was delegated to the department of public instruction. 


DEVELOPMENT OF STATE APPROVAL PROGRAM 


Personnel of the department of public instruction were assigned to 
the inspection of schools to determine those which were qualified and 
equipped. ‘Their findings and recommendations were reported to an 
informal advisory board which in turn made its recommendations to 
the State board for vocational education, the body of final authority. 
Hundreds of schools were approved, although only two or three full- 
time employees were engaged in the actual physical inspection of 
schools. This obviously inadequate system was modified in 1949 
when the Pennsylvania Legislature established a State board of 
private trade schools to succeed the State board for vocational educa- 
tion. The chairman of the new board testified that the board was 
handicapped by its lack of authority over the inspection personnel 
of the department of public instruction, and that the board could 
exert little, if any, control over the adequacy and accuracy of the 
reports on which it acted. In practically all cases the board ac- 
cepted as final the recommendations of the chief of the division of 
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private trade school registration, an employee of the department of 
instruction to whom the inspection personnel reported. 

Prior to the first meeting of the State board of private trade schools, 
the department of public instruction had granted 136 interim approvals 
and during the first meeting of the State board of private trade schools 
th .wvard confirmed 136 interim approvals. The minutes of the 
meeting show that the board met 165 minutes and handled 14 items 
of business. The confirmation of the interim approval of 136 schools 
was the fourteenth item of business. Testimony developed during 
the hearing indicated that confirmation of the interim approvals by 
the board was virtually a ‘rubber stamp” approval of the action of 
the department of public instruction. The chairman of the State 
board of private trade schools testified that the board had no choice 
m its action of confirming the interim approvals, since the board had 
been advised by the State attorney general that interim approvals 
granted by the department of public instruction did constitute an 
approval and that had the board denied approval it would have been 
necessary for the board to hold hearings in each case in accordance 
with the State Administrative Procedures Act. How many of these 
schools were actually qualified and properly equipped to furnish 
education or training is highly conjectural, but it is significant that 
the chairman of the State board of private trade schools, who was also 
associated with the advisory board, testified it was not until 1950 that 
he was satisfied with the inspection reports and recommendations on 
which the board acted. 


DELAY IN APPROVAL PENALIZES SCHOOLS 


The committee heard the testimony of several private-school 
operators to the effect that it took months to secure action by the 
department of public instruction; in several instances that action 
was delayed until after August 24, 1949, the date of passage of Public 
Law 266, Eighty-first Congress, which contained the following proviso: 

Provided further, That no part of this appropriation for education and training 
under title II of the Servicemen’s Readjustment Act, as amended, shall be ex- 
pended subsequent to the effective date of this Act for subsistence allowance or 
for tuition, fees, or other charges in any of the following institutions: : 

(1) For any veteran for a course in an institution which has been in operation 
for a period of less than one year immediately prior to the date of enrollment in 
such course unless such enrollment was prior to the date of this Act;. 

Approximately 30 Pennsylvania school operators were caught by 
the so-called freeze created by the immediate effect of the proviso 
of Public Law 266, Eighty-first Congress, requiring 1 year’s operation 
prior to the school being authorized to enroll veteran students. The 
House Veterans’ Affairs Committee had no knowledge of the proviso 
referred to above, and no hearings were held before its passage. The 
act was immediately effective with the President’s signature. Since 
no grace period was provided before the proviso took effect, hundreds 
of schools in final negotiation stages throughout the United States 
lost their total investment. 


IRREGULARITIES ON THE PART OF STATE EMPLOYEES AND A STATE 
OFFICIAL 


Testimony developed by the committee indicates that the profes- 
sional level of the staff of investigators of the department of public 
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instruction was not satisfactory. School operators appearing before 
the committee testified that it was common knowledge among school 
operators that it was customary to pay inspectors or give them gifts. 
A State inspector admitted receiving $100 in one instance; denied that 
he attempted to sell a course outline for $5,000. The chief of the 
division of private trade school registration, previously referred to, 
listed gifts of porch furniture, a meat block, a brief case, ham, fruit, 
liquor, a lamp, portable radio, chair, etc. This same person made 11 
trips on various occasions to Atlantic City, N. J., Washington, D. C., 
and several cities in Pennsylvania in order to attend meetings of the 
Pennsylvania Association of Private Trade Schools, and in each 
instance the State travel account indicates the association paid part 
of his expenses. 

The chief of the division of private trade school registration stated 
that his wife had raised $4,000 for a church organ fund by writing 
letters to private-school operators. 

The same State official testified that he purchased two automobiles 
from the owner of an automobile agency who also owned a large 
chain of private trade schools. The first purchase occurred in 1947. 
A 1946 automobile was traded and the difference of $536.34 was paid 
from “quarters” collected as a hobby for several years. <A year later 
the first car was traded in on a larger and more expensive model, 
the difference in price of $429.84 also being paid in cash, obtained 
through a loan from a brother. At that time the State official’s 
bank account showed a balance of $1,560. In the case of the second 
automobile, the books of the agency reflected that accessories with 
a wholesale value of $103.57 were installed but were not billed to the 
official. The owner of the automobile agency admitted that the 
accessories were charged to “New car advertising” rather than to the 
purchaser, the explanation being that it was cheaper to leave them 
in the automobile rather than to remove them, as requested by the 
State official. It is apparent that the two automobiles referred to 
above were purchased under conditions unusually favorable to the 
State official. The school operator owning the automobile agency 
which sold the automobiles to the chief of the division of private 
trade school registration testified that his schools are now operating 
under a trusteeship, since the schools are under investigation for over- 
charges and that his partner’s case is presently pending before a 
grand jury. 


THE PROFIT POSSIBILITIES IN SCHOOL OPERATIONS 


Testimony before the committee developed that the chief of the 
division of private trade school registration and three professors of the 
University of Pittsburgh entered into a partnership in 1947 and estab- 
lished a private trade school in Wheeling, W. Va. After the school 
had operated approximately 2 years the director of the bureau of 
instruction of the department of public instruction directed the 
chief of the division of private trade school registration to withdraw 
from the school. The chief of the division of private trade school 
registration complied by placing his interest in his wife’s name. 
Records of the corporation indicate that he continued to attend 
corporation meetings as his wife’s proxy. The school operated as a 
partvership for 2 years, at which time the partnership was dissolved 
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and a corporation was formed. In forming the corporation the four 
original partners received one-fifth of the school’s stock each and 
transferred the remaining one-fifth of stock to an operator of private 
trade schools in the Pittsburgh area. This private trade school 
operator had several large trade schools operating in Pennsylvania 
and has received approximately $3,100,000 in payments from the 
Veterans’ Administration. His schools were under the direct super- 
vision and approval of the chief of the division of private trade school 
registration. In return for the one-fifth interest in the Wheeling 
school, the school operator took over the management of the Wheeling 
school and entered into an expansion campaign. The school operator 
testified that when be undertook the management of the Wheeling 
school it had 69 students enrolled and that he increased the enroll- 
ment to approximately 400 students. The private school operator 
negotiated the contracts with the Veterans’ Administration; however, 
one of the professors acted as treasurer of the corporation and assisted 
in preparing and certified to the accuracy of the cost data which were 
used in justifying tuition rates. 

The cost data submitted for two different contracts contained 
salaries allocated to teaching for each of the three professors, who at 
the same time were full-time employees of the University of Pittsburgh. 
Investigation by the committee, testimony by instructors in the school, 
and testimony of the school owners failed to develop that any signif- 
icant amount of time was contributed by any of the three professors 
which could properly be allocated to teaching. Since the cost data on 
which the tuition rate was based were erroneous, it appears that the 
school received an excessive tuition rate for training veterans. There 
is no indication that the Veterans’ Administration Contract Section 
investigated the claims of the three professors before allowing them 
salaries for teaching; however, the contract officer assigned to 
negotiate a tuition rate testified that he took exception to the claim 
and his work sheet had a notation “Too many captains and not 
enough privates.” This contract officer testified that his objections 
were overruled by the Supervisor of the Contract Section and the 
Chief, Training Facilities Section. The private trade school operator 
who entered into the operation of the Wheeling school testified that 
he later hired this same contract supervisor and the Chief, Traiming 
Facilities, at a substantial increase in salary. 

An inspection of the school revealed that the attendance records of 
the school were unsatisfactory, and that the school had no policies 
regulating enrollment dates or entrance requirements. The progress 
records were not satisfactory and instruction was scheduled until 
11:30 p.m. Some of the teachers were required to teach 50 hours per 
week and there was a minimum amount of equipment in some depart- 
ments. It was apparent that the school has not received adequate 
professional direction, even though it was owned by three professors 
of vocational education and the Chief of the Division of Private 
Trade School Registration of the State of Pennsylvania. 

An examination of the school’s accounts reflect that during the 
first 2 years of operation as a partnership the school paid the four 
partners—namely, the chief of the division of private trade school 
registration and the three university professors—approximately 
$17,402.20 in salaries, dividends, and expenses. During the next 2 
vears of operation as a corporation, with the promotional services of 
the private trade school operator, the school paid the five stockholders 
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approximately $119,468.86 in salaries, dividends, and expenses. The 

trade school was established on an initial investment of $4,000 and 
paid approximately $136,871.06 in salaries, dividends, and expenses 
to its owners over a 4-year period. 


THE RESULTS OF INADEQUATE STATE SUPERVISION 


As an obvious result of these involvements on the part of the 
approval authorities of the State and their apparent lack of action in 
dealing with unsatisfactory schools, a large number of Pennsylvania 
private schools have become involved in serious criminal and admin- 
istrative difficulties. There have been 21 indictments of persons 
connected with private schools in the State of Pennsylvania. There 
are 63 cases presently pending before grand juries. The General 
Accounting Office has audited approximately 33 schools and has taken 
exc eption to approximately $1,400,232 in payments to schools. The 
Veterans’ Administration has audited approximately 100 schools and 
has taken exception to approximately $1,225,000 in payments to 
schools. The Veterans’ Administration audit program is not com- 
plete and it is apparent that many more serious cases will develop. 
This pattern of serious criminal and administrative involvement in 
the State of Pennsylvania, which has ranked second in the Nation 
in participation in the veterans’ educational program at a cost in 
excess of $1,050,000,000, is to be compared with certain other States 
where there have been no indictments, no scandals, and a minimum 
of serious administrative cases. The conclusion to be drawn is that 
the conditions which have developed in the State of Pennsylvania 
have resulted in part from involvement on the part of State officials 
responsible for approval of schools for veterans’ training and their 
lack of action in carrying out the obligation of the State to approve 
only those schools whic h are “qualified and equipped.”’ 


CONCLUSIONS 


Public Law 346, Seventy-eighth Congress, as amended, gives the 
State total authority to approve and disapprove schools for veterans’ 
training under any standards and_ regulations the State may 
establish. 

Authority to approve schools for veterans’ training in the State 
of Pennsylvania was vested in the department of public instruction. 
All inspections and recommendations were made by full-time staff 
members of the department of public instruction and passed on 
initially by the State board for vocational education and later by the 
State board of private trade schools. 

3. School operators testified that it was common knowledge that 
“gifts” or “money” was required to secure action by the inspectors of 
the department of public instruction. 

4. An inspector for the department of public instruction admitted 
receiving $100 from a prospective school operator. 

The chief of the division of private trade school registration 
admitted that: 

(a) He received gifts from school operators such as porch furniture, 
brief case, portable radio, liquor, meat block, lamp, picture, chair, etc. 

(6) His wife solicited private-school operators in the name of a 
church organ fund and received $4,000 in contributions from private- 
school operators. 
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(c) He purchased two new automobiles from an operator of @ 
chain of private trade schools who also owned an automobile agency. 
These purchases were made at a time when new automobiles were 
scarce. These purchases of new automobiles were made under con- 
ditions unusually favorable to the State official. 

6. The chief of the division of private trade school registration 
invested in a private trade school in Wheeling, W. Va., which was 
approved to train veterans. ‘This school was initially owned in 
partnership with three professors of the University of Pittsburgh. 
The school was organized later as a corporation and one-fifth interest 
in the school was transferred to an operator of several large private 
trade schools in the Pittsburgh area. The private sskuot operator 
undertook the management of the school and increased its enrollment 
from 69 to approximately 400 students, practically all being veteran 
students. The chief of the division of private trade school registra- 
tion was directed by his superior to dispose of his interest in the school 
and he placed his stock in his wife’s name and continued to attend 
board meetings. 

Two contracts were negotiated by the school with the Veterans’ 
Administration based on “cost data’ which included salaries for the 
three university professors allocated to “teaching.’’ Evidence was 
developed to indicate that these persons were employed full time by 
the University of Pittsburgh and made no significant contribution to 
instruction in the school. 

A contract officer in the Veterans’ Administration regional office, 
Pittsburgh, objected to allowing instructional salaries for the three 
university professors and was overruled by his supervisor and the 
Chief, Training Facilities Unit. The contract supervisor and the 
Chief, Training Facilities, were later hired by the private-school 
operator at substantial increases of salary. 

7. A review of the records of the school indicates that on an initial 
investment of $4,000 the chief of the division of private trade-school 
registration, the three University of Pittsburgh professors, and the 
private-school operator who was associated with them received pay- 
ments for salaries, dividends, and expenses of approximately $136,- 
871.06 from the school. 

8. An investigation of the school indicated that serious deficiencies 
existed in the operation of the school. 

9. As a result of involvement with operators of private schools 
and resulting from a lack of action on the part of responsible State 
officials, a large number of the private trade schools of Pennsylvania, 
many of which apparently should not have been approved in the 
first instance, have become seriously involved in criminal and ad- 
ministrative difficulties. 

Twenty-one persons have been indicted, 63 legal cases are pending, 
133 audits have been made by the General Accounting Office and 
the Veterans’ Administration, and exception has been taken to 
approximately $2,625,232 in payments to these schools. 

This summary report has been limited to evidence developed by 
the committee in its hearings in Harrisburg, Pa. 

Investigation of certain private trade schools in which former 
Veterans’ Administration employees, veteran students, and school 
owners and employees are seriously involved is now in progress apd 
will be treated in a later report. 
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